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EXECUTIVE SUMMARY
ARIZONA-AMERICAN WATER COMPANY - SUN CITY WATER DISTRICT

DOCKET NO. W-01303A-07-0209

The  S urre butta l Te s timony of S ta ff witne s s  Ale xa nde r S ha de  Iggie  a ddre s s e s  the  following
issues:

P ublic S a fe ty S urcha rge: The  Compa ny's  pu rpo rte d  d is a g re e me n t with  S ta ffs
re comme nda tion re ga rding Fire -flow Cos t Re cove ry Me cha nis m is  pre ma ture . S ta ff
notes  tha t a ll e lements  re la ting to the  prob ects  will be  subject to proper scrutiny each time
it comple te s  a  pha s e  a nd file s  for imple me nta tion of a  s urcha rge . S uch s crutiny will
include  inspection of comple ted projects , audit of financia l records  re la ting to the  prob e t,
ea rnings  te s t and any othe r procedure  deemed appropria te  by inte re s ted pa rtie s  in such
future  proce e dings . Howe ve r, S ta ff re a ffirms  tha t its  cos ts  e s tima te  of $2.7 million is
appropria te  for the  Company's  proposed public sa fe ty improvement projects .

Re ve nue  Re quire me nt: S ta ff re comme nds  a  re ve nue  re quire me nt of $9 ,632,55l,
re s ulting in a n ope ra ting income  of $1,922,490 or a  7.60 pe rce nt ra te  of re turn on a n
Origina l Cos t Ra te  Ba se  ("OCRB") of $25,295,921. S ta ffs  re comme nda tion is  $38,518
le ss  tha n the  Compa ny's  proposa l of $9,671,069 The  Compa ny's  proposa l re sults  in a n
ope ra ting income  of $1,912,095 or a  ra te  of re turn of 7 .69 pe rce nt on a n OCRB of
$24,960,997.

Ra te  Ba se: S ta ffs  re comme nde d CCRB of $25,295,921 re fle cts  the  tra ns fe r of the
Ea s te rn Divis ion pla nt to the  Moha ve  Dis trict. S ta ff re a ffinns  tha t its  ca lcula tion of
accumula ted deprecia tion appropria te ly corrects  for accounting e rrors  in the  Company's
financia l records  for plant items disa llowed in the  2001 ra te  case .

Ope ra ting Income: Ba s e d on the  Compa ny's  a cce pta nce  of the  Re s ide ntia l Utility
Consumer Office 's  ope ra ting income  adjus tments  re la ting to fue l and purchased power,
a s  we ll a s  wa s te r dis pos a l, S ta ff ha s  incorpora te d thos e  a djus tme nts  in its  s urre butta l
filing. S ta ff ha s  a cce pte d the  Compa ny's  propose d ra te  ca se  e xpe nse  a nd de pre cia tion
expense . Also, S ta ff ha s  re flected an appropria te  leve l of the  Company's  proposed tank
pa inting e xpe ns e  in its  de te rmina tion of re ve nue  re quire me nt. Be ca us e  the  Compa ny
intends  to tile  its  next ra te  case  in 2012, S ta ff has  normalized its  recommended ra te  case
e xpe ns e  a nd ta nk ma inte na nce  e xpe ns e  ove r four ye a rs . S ta ffs  re vis ions  re s ult in a n
adjusted test year opera ting income of $734,820.



S urre butta l Te s tim ony of Ale xa nde r S ha de  Iggie
Docke t No.  W-1303A-07-0209
P a ge  1

1 INTRODUCTION

2 Q- Please state your name and business address.

3

4

My na me  is  Ale xa nde r S ha de  Iggie . My bus ine s s  a ddre s s  is  1200 We s t Wa s hington

Stree t, Phoenix, Arizona  85007.

5

6

7

8

Q- Are you the same Alexander Shade Iggie who filed Direct Testimony on rate base

and revenue requirement on October 15, 2007?

A. Ye s .

9

10

11

PURPOSE OF TESTIMONY

Q, Briefly describe the purpose of your Surrebuttal Testimony in this instance.

12

13

A. My Surrebutta l Tes timony pres ents  S ta ff' s  pos ition on is s ues  ra is ed by Arizona -American

Wa te r Compa ny ("Arizona -Ame rica n" or "Compa ny") in its  Re butta l Te s timony on ra te

base , revenue  requirement and Public Safe ty projects .14

15

16

17

18

19

2 0

2 1

22

REVENUE REQUIREMENT

Please summarize Staffs revised recommendation regarding revenue requirement.Q-

S ta ff re comme nds  a  re vis e d re ve nue  re quire me nt of $9,632,551, which re s ults  in a n

ope ra ting income  of $1,922,490 or a  ra te  of re turn of 7.60 pe rce nt on a n Origina l Cos t

Ra te  Ba s e  ("OCRB") of $25,295,92l. S ta ffs  re comme nda tion is  $38,518 le s s  tha n the

Compa ny's  propos a l of $9,671,069 The  Compa ny's  propos a l re s ults  in a n ope ra ting

income of $1,912,095 or a  ra te  ofre tum of 7.69 percent on an OCRB of $24,960,997.

23

A.

A.

W-01303A-07-0209



Surrebuttal Testimony of Alexander Shade Iggie
Docket No. W-1303A-07-0209
Page 2

1 RESPONSE TO REBUTTAL TESTIMONY OF THOMAS M. BRODERICK

2

3

PUBLIC SAFETYSURCHARGE

Q- Has the Company accepted Staffs recommendation regarding Fire-Flow Surcharge

4 Mechanism?

5

6

7

8

9

10

Based on Mr. Broderick's Rebuttal Testimony, it appears that the Company has accepted

Staffs recommendation to adopt a Fire-Flow Cost Recovery Mechanism ("FCRM") Mat

is  consis tent  with the Ar izona  Corpora t ion Commission ("Commission") approved

Arsenic Remediation Cost Recovery Mechanism ("AcRIvI"). However, the Company has

indicated some disagreements with Staffs costs estimate for implementing its proposed

public safety projects.

11

12 Q-

13

What is the Company's disagreement with Staff's suggested cost estimates for its

proposed public safety projects?

14

15

16

The Company is concerned about Staff's costs estimate of approximately $2.7 million

because it is less than its projected cost of $4.9 million. Staff reaffirms that its estimate of

$2.7 million is representative of an appropriate level of costs necessary to effectuate the

Company's proposed public safety projects. However, Staff concedes that its costs

estimate of $2.7 million may not represent the worst-case scenario.

17

18

19

2 0

2 1

22

Q- Is  it  n e c e s s a ry to  e s ta b lis h  a  s p e c ific  c o s t  fo r th e  Co m p a n y's  p ro p o s e d  p u b lic  s a fe ty

p ro je c ts  in  th is  p ro c e e d in g ?

23

24

25

No. Staff finds that it is premature to establish or argue for a specific cost for the

Company's proposed public safety improvements projects, in this instant proceeding.

Consistent with the methodology established for arsenic remediation cost recovery, the

Company's actual costs of implementing its proposed public safety projects will be

A.

A.

A.

w-01303A-07-0209



Surrebutta l Tes timony of Alexander Shade  Iggie
Docke t No. W-1303A-07-0209
Page 3

1

2

3

s ubje ct to  prude nce  re vie w e a ch  time  it tile s  for imple me nta tion  of a  public  s a fe ty

s urcha rge . During e a ch filing, the  Compa ny's  comple te d proje cts  will be  e xa mine d for

used and usefulness, and for reasonableness of incurred costs.

4

Q- Did Staff misunderstand Arizona-American's rate design for the fire-flow

surcharge?

5

6

7

8

9

10

No. Aga in, it is  S ta ffs  pos ition tha t a ny dis cus s ions  re la ting to ra te  de s ign for public

s a fe ty s urcha rge  be  de fe rre d to  future  proce e dings  whe n Arizona -Ame rica n s e e ks

recovery of actua l costs .

11 RATE CASE EXPENSE

Q, Please comment on the Company's revised rate case expense.12

13

14

A. S ta ff ha s  a cce pte d the  Compa ny's  re vis e d ra te  ca s e  e xpe ns e  or re gula tory e xpe ns e .

Cons is tent with Mr. Brode rick's  a sse rtion tha t the  next ra te  ca se  will be  filed no la te r than

May 31, 2012, S ta ff recommends normalizing the  Company's  ra te  case  expense  over four

years. Please  see  Broderick a t page 9, lines 6 and 7.

15

16

17

18

19

20

Q- What is the impact of Staff's recommendation on rate case expense?

21

22

As  shown on S urre butta l S che dule  AII-4, S ta ffs  re comme nda tion re sults  in a  ra te  ca se

e xpe ns e  of $23,566, $926 le s s  tha n S ta ffs  prior re comme nda tion of $24,492. S ta ff's

re comme nda tion is  $7,856 le s s  tha n the  Compa ny's  propos a l of $31,422, due  to its

proposal to amortize the same level Of rate  case expense over three years.

23

A.

A.

w-01303A-07-0209



Surrebutta l Tes timony of Alexande r Shade  Iggie
Docke t No. W- 1303A-07-0209
Page 4

1

2

RE S P O NS E  TO  RE BUTTAL TE S TIMO NY O F LINDA G UTO WS KI

RATE BAS E

Pleas e  comment on the  Company's  revis ed ra te  bas e .3

4

Q,

5

6

The  Company s ta te s  in its  rebutta l te s timony tha t except for S ta ffs  recommended leve l of

accumulated deprecia tion, it has accepted Staff' s  adjustments to its  filed ra te  base .

Accumulated Depreciation7

8

9

10

11

Q, What is the Company's exception to Staffs recommended level of accumulated

depreciation?

12

13

14

15

16

The  Company cla ims  tha t S ta ffs  ca lcula tion of accumula ted deprecia tion is  inappropria te

because  it did not include  accumula ted deprecia tion for the  inte rvening yea rs  be tween the

prior te s t ye a r e nd  (De ce mbe r 2001) a nd  the  e ffe ctive  da te  o f Commis s ion  Orde r

("Orde r") in  tha t proce e ding. The  Compa ny a rgue s  tha t s ince  the  Orde r in  the  la s t

proceeding was  da ted July 2004, plant items  disa llowed by the  Orde r should be  removed

from ra te  ba se  on the  e ffective  da te . P lea se  see  Gutowski, a t page  2, Line s  5 - ll. Based

on this  premise , the  Company contends  tha t accumula ted deprecia tion in this  proceeding

s hould be  a ccrue d for pla nt ite ms  de nie d in the  la s t proce e ding, from De ce mbe r 2001

through July 2004.

17

18

19

2 0 Q-

21

What is the impact of the Company's adopted theory on its calculated accumulated

depreciation?

22

23

24

The  Company's  me thod re sults  in an accumula ted deprecia tion of $l7,09l,410, $345,218

ove r S ta ffs  re comme nde d a ccumula te d de pre cia tion of $16,746,192 As  a  re s ult, the

Company understates its  ra te  base by $345,218.

A.

A.

A.

W-01303A-07-0209



Surrebutta l Tes timony of Alexande r Shade  Iggie
Docke t No. W- 1303A-07-0209
Page 5

1 Q Please comment on the Company's hypothesis regarding the impact of the

Commission Order on disallowed plant and the related accumulated depreciation in

a rate proceeding

The  Company's  inte rpre ta tion of the  impact of the  Commiss ion Orde r on disa llowed plant

ite ms  is  fla we d a nd incons is te nt with s ound ra te  ma king principle s . The  Commis s ion

authorized leve l of revenue  requirement in the  la s t proceeding was  based on a  2001 te s t

yea r, which required matching of cus tomer count, ra te  base  and opera ting expenses  as  of

te s t ye a r e nd. P la nt ite ms  dis a llowe d by the  Commis s ion Orde r in the  2001 ra te  ca s e

were  re flected in the  ca lcula tion of the  approved ra te  base , and thus  the  approved leve l of

re ve nue  re quire me nt in tha t proce e ding.

incorpora te d disa llowe d pla nt in the  ca lcula tion of gross  utility pla nt in se rvice  a s  we ll a s

the  re la te d a ccumula te d de pre cia tion. Although the  Commis s ion Orde r in  the  200 l

proceeding was da ted July 2004, a ll ra te  making e lements  were  established based on 2001

year end balances

As  a  re s ult, the  Commis s ion in  its  de cis ion

Furthe r, the  Compa ny's  a s s e rtion tha t be ca us e  the  Commis s ion Orde r in  the  2001

proce e ding wa s  da te d July 2004, disa llowe d pla nt should be  e limina te d a s  of the  da te  of

the  de cis ion is  fla we d. The  da te  of the  Commiss ion Orde r did not move  the  te s t ye a r in

the  la s t proceeding from December 2001 to July 2004. For example , the  approved leve l of

ope ra ting e xpe nse s , such a s  purcha se d powe r, did not cha nge  from 2001 le ve ls  to the

Compa ny's  incurre d cos ts  in 2004. As  a  re s ult, the  Compa ny's  a uthorize d re ve nue

requirement in the  2001 ra te  case  does not reflect 2004 cost of service

w-01303A-07_0209



Surrebutta l Tes timony of Alexande r Shade  Iggie
Docke t No. W-1303A-07-0209
Page 6

1 Q Could there be an instance when the effective date of an Order becomes the effective

date of certain elements of rate making

Ye s . For e xa mple , if the  Commis s ion  a pprove s  ne w de pre cia tion  ra te s  in  a  ra te

proceeding, the  new ra tes  become effective  as  of the  da te  of Commission Order

6 Q What is the purpose of Staffs recommendations to remove plant items disallowed in

the last proceeding

S ta ffs  a djus tme nts  corre ct for a ccounting e rrors  in the  Compa ny's  fina ncia l re cords

When plant items a re  disa llowed based on a  te s t yea r, such plant items a re  deemed to be

disa llowed a s  of the  te s t yea r end. These  adjus tments  correctly e limina te  plant items  tha t

we re  dis a llowe d in the  la s t ra te  ca se  from gros s  utility pla nt in s e rvice , a s  of De ce mbe r

1 4 Q What is the impact of Staff's recommended level of accumulated depreciation on rate

base?

Be ca us e  S ta ffs  re comme nde d  le ve l o f a ccumula te d  de pre c ia tion  is  le s s  tha t the

Company's  proposa l, it re sults  in a  highe r ra te  base  than tha t proposed by the  Company

The re fore , S ta ffs  re comme nda tion is  be ne ficia l to the  Compa ny in tha t it re s ults  in a

higher leve l of revenue  requirement

W-01303A-07-0209



Surrebutta l Tes timony of Alexander Shade  Iggie
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Page 7

1 Gross Utility Plant in Service .- Eastern Division

2

3

Q. Please comment on the Residential Utility Consumer Office's ("RUCO")

recommendation to disallow the allocation of the Eastern Division plant in this

4 proceeding.

5

6

7

8

9

10

11

The  Compa ny in  its  re s pons e  to  RUCO's  da ta  re que s t (RUCO 2.06) s ta te d tha t the

"...Ea s te rn Divis ion pla nt wa s  move d from the  Ea s te rn Divis ion bus ine s s  unit to s trictly

Mo h a ve  b u s in e s s  u n it in  2 0 0 7 ." The re fore , S ta ff finds  RUCO's  re comme nde d

a djus tme nts  re la ting to the  Ea s te rn Divis ion pla nt to be  a ppropria te  s ince  the  re fe re nce d

pla nt ite ms  a re  no longe r use d a nd use ful for the  provis ion of s e rvice  to S un City Wa te r

Dis trict. Howe ve r, it a ppe a rs  tha t the  S un City Wa te r Dis trict ma y continue  to be ne fit

from opera ting costs  a ttributable  to the  Eastern business  unit.

1 2

13 Q-

1 4

Has Staff proposed adjustments to eliminate the effect of the Eastern Division plant

on the Company's rate base?

1 5

1 6

1 7

1 8

Ye s . Cons is te nt with RUCO's  re comme nda tion, S ta ff re comme nds  re mova l of $13,835

from the  Compa ny's  gross  utility pla nt in se rvice  a nd e limina ting $3,542 of a ccumula te d

deprecia tion. S ta ffs  a djus tme nts  re duce  its  re comme nde d ra te  ba se  by $10,293, from

$25,306,214 to $25,295,921.

19

20 OP ERA TING INCOME

2 1 Fuel and Power Cost

22 Q- Has the Company accepted RUCO's recommendation to disallow late payment fees

relating to fuel and power costs?23

24 Ye s .

25

A.

A.

A.

w-01303A-07-0209



Surrebutta l Tes timony of Alexande r Shade  Iggie
Docke t No. W_1303A-07-0209
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1

2

Q. Did Staff incorporate this adjustment in its revised operating income?

A,

3

Ye s . As  shown in S urre butta l S che dule  AII-4, S ta ff ha s  re duce d fue l a nd powe r cos t by

$334, to re flect RUCO's  adjus tment for la te  payment fees .

4

5

6

Waste Disposal Fees

Q, Has the Company accepted RUCO's recommendation regarding waste disposal

expens e7

8

9

10

11

Yes. The  Compa ny a cce pte d RUCO's  re comme nda tion to dis a llow $4,270 of wa s te

disposal expense.

Q- Did S ta ff incorpora te  RUCO's  recommenda tion in  its  revis ed opera ting income?

12 Yes. Staff reduced opera ting income by $4,270 to remove waste  disposa l expense .

13

14 Rate Case Expense

15

16

Q, Did Staff reflect its recalculated rate case expense in operating income?

A. Yes. S ta ff now recommends $23,566 of ra te  case  expense . P lease  see  S ta ffs  response  to

Mr. Brode rick for de ta ile d a na lys is .17

18

19

20

Maintenance Expense

Q- What is the Company's request regarding an increase in its level of maintenance

21

22

23

24

25

expens e?

The  Compa ny in its  Re butta l Te s timony s e e ks  re cove ry of $122,498 re la ting to de fe rre d

ta nk pa in ting  e xpe ns e . According to  Ms . Gutows ki, the  Compa ny ina dve rte ntly omitte d

its  incurre d cos t of ta nk ma inte na nce  in its  origina l propos a l. The  Compa ny propos e s  to

a mortize  this  cos t ove r a  thre e  ye a r pe riod, a t $40,833 .

A.

A.

A.

w-01303A-07-0209



S urre butta l Te s tim ony of Ale xa nde r S ha de  Iggie
Docke t No.  W-1303A-07-0209
P a ge  9

1 Q-

2

Please comment on the Company's proposal to increase maintenance expense by the

costs of deferred tank painting.

3

4

S ta ff re cognize s  tha t Arizona -Am e rica n  ha s  the  pra c tice  o f a cc ru ing  ta nk m a in te na nce

e xpe ns e  in a  de fe rra l a ccount for re cove ry in future  proce e dings . As  a  re s ult, S ta ff a cce pts

the  Compa ny's  be la te d re que s t to re cove r its  a ccrua l ta nk ma inte na nce  in this  proce e ding.5

6

7

8

9

10

11

Q. Has Staff reviewed the Company's requested tank maintenance expense?

12

Ye s . S ta ff h a s  re v ie we d  a  c o p y o f th e  C o m p a n y's  g e n e ra l le d g e r re la t in g  to  ta n k

m a in te na nce  a nd  the  re la te d  invo ice s  on  cos ts  incurre d  in  2006 . S ta ff found  tha t the

Compa ny's  ta nk pa inting e xpe ns e  a ggre ga te d to $121,109, with a  ne t ba la nce  of $109,388,

a t te s t ye a r e nd. S ta ff ha s  de te rmine d tha t the  diffe re nce  of $11,721 is  a ttributa ble  to te s t

ye a r a mortiza tion tha t is  a lre a dy re porte d in its  ma inte na nce  e xpe nse .

13

14 Q- What is Staff's recommendation regarding tank maintenance expense?

15

16

17

S ta ff re com m e nds  norm a liz ing the  Com pa ny's  ne t ba la nce  of ta nk m a inte na nce  e xpe ns e

of $109 ,388  ove r four ye a rs ,  a t $27 ,347 .  S ta ffs  re com m e nda tion  is  cons is te n t with  the

Compa ny's  propos a l for filing its  ne xt ra te  ca s e  in 2012.

18

19

2 0

Depreciation Expense

Company's calculated depreciation expense in this

2 1

Q . I- la s  S t a f f  a c c e p t e d  t h e

p ro c e e d in g ?

22 Ye s .

23

A.

A.

A.

A.

w-01303A_07-0209



Surrebutta l Tes timony of Alexander Shade  Iggie
Docke t No. W- 1303A-07-0209
Page 10

1 Q What is the impact of Staff's adoption of the Company's calculated depreciation

expense

S ta ffs  a doption of the  Compa ny's  ca lcula te d de pre cia tion e xpe ns e  incre a s e s  S ta ffs

recommended deprecia tion expense  by $9,207, from $1,252,789 to 1,262,086

6 Q Does this conclude your Surrebuttal Testimony

W-01303A-07-0209



ARIZONA AMERICAN WATER COMPANY . SUN CITY WATER DISTRICT Surrebuttal Schedule All-1
Docket NO. W-01303A-07-209
Test Year Ended December 31, 2006

REVENUE REQUIREMENT

LINE
no. DESCRIPTION

[A]
CO M PANY

Rebuttal
COST

[B]
STAFF

Surrebuttal
COST

1

2 $

$ 24,960,997

702,920

$ 25,295,921

734,820$

3

Adjusted Rate Base

Adjusted Operating Income (Loss)

Current Rate of Return (L2 I LI) 2.82% 2.90%

4 Required Rate of Return 7.69% 7.60%

5

6

Required Operating Income (L1 * L4)

Operating Income Deficiency (L5 - L2)

$ 1,920,253

$ 1,217,333

$ 1,922,490

$ 1,187,670

7 Gross Revenue Conversion Factor 1 .6286 1 .6369

8 $

9

10

1 ,982,590

$ 7,688,479

$ 9.671 ,ass

25.79%

$ 1,944,072

$ 7,688,479

$ 9,632,55t

25.29%1 1

12

Required Revenue Increase (L7 * LE)

Adjusted Test Year Revenue

Proposed Annual Revenue (La + LE)

Required Increase in Revenue (%)

Rate of Return on Equity (%) 11.30% 10. 80%

References
Columns [A]: Company Schedules A-1, Rebuttal
Columns [B]: STAFF Surebuttal Schedules All-2, All-3 and All-4



ARIZONA AMERICAN WATER COMPANY . SUN CITY WATER DISTRICT
Docket No. W-01303A-07-209
Test Year Ended December 31, 2006

Surrebuttal Schedule Afl-2

GROSS REVENUE CONVERSION FACTOR

LINE
n o. DESCRIPTION (A) (B) (C) (D)

1
2
3
4
5
6

Ca/culalion of Gross Revenue Conversion Factor
Billings
Uncollectible Factor
Revenues
Less: Combined Federal, State & Property Tax Rate (L18)
Subtotal (LE . L4)
Revenue Conversion Factor (L1 I Ls)

1 .000000
0.000000
1 .000000
0.389081
0.81091 g
1.63G879l

7
8
9
10
11
12

100.0000%
6.9680%

93.0320%
33.5605%
31.2220%

Calculation of Effective Tax Rafe:
Operating Income Before Taxes (Arizona Taxable Income)
Arizona State Income Tax Rate
Federal Taxable Income (L7 - Ls)
Applicable Federal Income Tax Rate (Line 43)
Effective Federal Income Tax Rate (LE x L10)
Combined Federal and State Income Tax Rate (Ls +L11) 38. 1900%

100.0000%
38.1900%

61.81004%
1.1e1ae%

0.71815%

13
14
15
16
17
18

Calculation of Effective Properfv Tax Rate:
Unity
Combined Federal & State Income Tax Rate
One Minus Combined Income Tax Rate
Property Tax Factor
Effective Property Tax Rate(L15 x L16)
Combined Federal, State Income & Properly Tax Rate (L12 + L17) 38.9081%

19
20
21

Required Operating Income (Schedule All-1, Line 5)
Adjusted Test Year Operating Income (Loss) (Schedule All-11, Line 27)
Required Increase in Operating Income (L19 - L20)

$ 1,923,272
$ 755,697
$ 1,167,575 $ 1,167,575

22
23
24

$
$

667,879
(65,935)

Income Taxes on Recommended Revenue (Col. (D), L42)
Income Taxes on Test Year Revenue (Col. (B), L42)
Required Increase in Revenue to Provide for Income Taxes (L22 -L23) s 733,814

$
$

287,416
265,180

25
26
27
28

$ 22,235

Property Tax with Recommended Revenue (All-15, Col B, L19)
Property Tax on Test Year Revenue (All-15, Col A, L16)
Increase in Property Tax Due to Increase in Revenue (L25-L26)
Required Increase in Revenue (L21 + L24 + L27) $ 1,923,624

Test year
$ 7,688,479
$ 7,019,594
$ 860,061
$ (191,176)

6.968%

Staff
Proposed

$ 9,632,551
$7,042,182
$ 860,061
$ 1,730,308

6.968%
$ (13,321) $ 120,568

29
30
31
32
33
34
35
36
37
38
39
40
41
42

$
$
$
$
$
$

(177,855)
(7,500)
(6,250)
(8,500)

(30,364)

s 1 ,609,740
$ 7,500
$ 6,250
$ 8,500
$ 91,650
$ 433,412

Calculation of Income Tax:
Revenue (Schedule All-11, Columns C and E)
Less: Operating Expenses Excluding Income Taxes
Less: Synchronized Interest (L46)
Arizona Taxable Income (L29 - L30 - L31)
Arizona State lnoome Tax Rate
Arizona lnoome Tax (L32 x L33)
Federal Taxable Income (L32 - L34)
Federal Tax on First income Bracket ($1 - $50,000) @ 15%
Federal Tax on Second income Bracket ($51 ,001 - $75,000) @ 25%
Federal Tax on Third Income Bracket ($75,001 - $100,000) @34%
Federal Tax on Fourth Income Bracket ($100,001 - $335,000) @ 39%
Federal Tax on Fifth Income Bracket ($335,001 - $10,000,000) @ 34%
Total Federal income Tax
Combined Federal and State Income Tax (L34 + L41)

$
$

(52,614)
(65,935)

$
$

547,312
687,879

43 Applicable Federal Income Tax Rate [Col. (D), L35 _ Col. (B), L35] / [Col. (C), L41 - Col. (A), L41] 33.5605%

44
45
46

Calculation of Interest Synchronization:
Rate Base (Schedule All-3, Col. (C), Line 14)
Weighted Average Cost of Debt
Synchronized Interest (L44 x L45)

I

$ 25,295,921
3.40%

860,061$



ARIZONA AMERICAN WATER COMPANY - SUN CITY WATER DISTRICT Surrebuttal Schedule All-3
t Docket No. W-01303A-07-209

Test Year Ended December 31, 2006

RATE BASE - ORIGINAL COST

(A) (B) (C)

LINE
NO. DESCRIPTION

STAFF
DIRECT

SURREBUTTAL
ADJUSTMENTS

STAFF
SURREBUTTAL

1

2

3

Plant in Service
Less: Accumulated Depreciation
Net Plant in Service

$ $ $

$

43,923,255
16,746,192
27,177,063 $

(13,835)
(3,542)

(10,293) $

43,909,420
16,742,650
27,166,770

4
LESS;
Net Contribution in Aid of Constructiuon (CIAC) $ 63,004 $ 63,004

5 Imputed Regulatory Contributions 567,874 567,874

6 Advances in Aid of Construction (AIAC) 3,576,920 3,576,920

7 imputed Regulatory Advances 551,760 551,760

8 Customer Deposits 2,100 2,100

9 Investment Tax Credits (1,938,781) (1,938,781)

10 Total Deductions $ 2,822,877 $ 2,822,877

11
ADD.-
Allowance for Working Capital 309,400 309,400

12 Deferred Debits 642,628 642,628

13 Total Additions $ 952,028 $ 952,028

14 Original Cost Rate Base $ 25,306,214 $ (10,293) $ 25,295,921

References:
Column [A], Staff Direct Schedule All-1
Column [B]: Column [C] - Column [A]



ARIZONA AMERICAN WATER COMPANY . SUN CITY WATER DISTRICT
Docket No. W-01303A-07-209
Test Year Ended December 31, 2006

Surrebuttal Schedule All-4

OPERATING INCOME STATEMENT . TEST YEAR AND STAFF RECOMMENDED

TEST YEAR RECOMMENDED

[A] [B] [C] [D]

LINE
no .

STAFF
DIRECT ADJUSTMENTS

STAFF
ADJUSTED ADJUSTMENTS

[E]
STAFF

SURREBUTTAL
RECOMMENDED

$ $ t ,944,072 $

DESCRIPTION
REVENUES:

Metered Water Sales
Other Operating Revenue
Total OperatingRevenues $

7,578,435
110,043

7,588,479 $

7,578,436
110,043

7,688,479 $ 1 ,944,072 $

9,522,508
110,043

9,632,551

OPERA TING EXPENSES.'
$ 1 ,137,093 1,137,093 1 ,137,093

(334)

(4,270)

1 ,572,962
49,041

1 ,572,962
49,041

(926)

1 ,573,296
49,041

4,270
1 ,385,158

276,821
51 ,045
24,492
51 ,587

1G5,878
19,442
97,290

350,734
173,137

1 ,252,879
27,347
9,207

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$

1 ,386,158
276,821
51 ,046
23,566
51 ,587

165,878
19,442
97,290

360,734
200,484

1 ,262,086

1 ,38e_ 158
276,821
51 ,046
23,566
51 ,587

165,878
19,442
97,290

360,734
200,484

1 ,2G2,086

1
2
3
4
5
s
7
8
g

10
11
1 2
13
14
15
1 6
17
18
19
20
21
2 2
23
24
25
26
27

$

$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
$
s
$

Labor
Purchased Water
Fuel and Power
Chemicals
Waste Disposal
Management Fees
Group Insurance
Pensions
Regulatory Expense
Insurance Other Than Group
Customer Accounting
Rents
General Office Expense
Miscellaneous
Maintenance Expense
Depreciation & Amortization
Amortization of CIAC
General Taxes
Property Taxes
Income Taxes
Total Operating Expenses
Operating Income (Loss)

s
s

100,225
265. 1 so
(52,668)

6,935,902
752,577

$
$

(13,267)
17,758

(17,758)
$
$

100,225
265, 180
(65,935)

6,953,659
734,820

$
$

22,588
733,814
756,402

1 ,t87,670
$
$

100,225
287,768
667,879

7,710,061
1 ,922,490

References:
Column (A): Staff Direct Schedule All-11
Column (B): Company Schedule C-2 Rebuttal, Page 1
Column (C): Column (A) + Column (B)
Column (E): Column (C) + Column (D)



ARIZONA AMERICAN WATER COMPANY - SUN CITY WATER DISTRICT Surrebuttal Schedule All-5
Docket No. W-01303A-07-209

Test Year Ended December 31, 2006

OPERATING INCOME ADJUSTMENT - PROPERTV TAX EXPENSE

$

$

$

$

$

$ $

$ $

$

[B]
STAFF

RECOMMENDED
$ 7,688,479

2
15,376,958
9,632,551

25,009,509
3
8,336,503
2

16,673,006
20,865

181,994
16,51 1 ,877

23.50%
3,880,291
7.41614%

$

$

[A]
STAFF

AS ADJUSTED
$ 7,688,479

2
15,376,958
7,688,479

23,065,437
3

$ 7,688,479
2

15,376,958
20,865

181,994
15,215,829

23.50%
3,575,720
7.41614%
265,180
297,758
(32,578)$

LINE
n o .

1
2
3
4
5
6
7
8
g

10
11
12
13
14
15
16
17
18
19
20
21

$

DESCRIPTION
Staff Adjusted Test Year Revenues - 2005
Weight Factor
Subtotal (Line 1 * Line 2)
Staff Recommended Revenue
Subtotal (Line 4 + Line 5)
Number of Years
Three Year Average (Line 5 / Line 6)
Department of Revenue Multiplier
Revenue Base Value (Line 7 * Line 8)
Plus: 10% of CWlP
Less: Net Book Value of Licensed Vehicles
Full Cash Value (Line 9 + Line 10 - Line 11)
Assessment Ratio
Assessment Value (Line 12 * Line 13)
Composite Property Tax Rate - Obtained from ADOR
Staff Test Year Adjusted Property Tax Expense (Line 14 * Line 15)
Company Proposed Property Tax
Staff Test Year Adjustment (Line 16 - Line 17)
Property Tax - Staff Recommended Revenue (Line 14 * Line 15)
Staff Test Year Adjusted Property Tax Expense (Line 16)
Increase in Property Tax Due to Increase in Revenue Requirement $

287,768
265,180
22,587

22
23
24

Increase in Property Tax Due to Increase in Revenue Requirement (Line 21)
Increase in Revenue Requirement
Increase in Property Tax Per Dollar Increase in Revenue (Line 22 / Line 23)

$
$

22,587
1,944,072

1.161862%

REFERENCES:
Line 15: Composite Tax Rate obtained from Arizona Department of Revenue
Line 17: Company Schedule C-1
Line 21: Line 19 - Line 20
Line 23: Schedule All-1



ARIZONA AMERICAN WATER COMPANY - SUN car WATER DISTRICT Surrebuttal Schedule All-6
Docket No. W-01303A-07-209
Test Year Ended December 31, 2006

OPERATING INCOME ADJUSTMENT . REGULATORY EXPENSE

LINE
no .

1
2

3
4

DESCRIPTION
Regulatory Expense
Total

[A]
COMPANY
AS FILED

$ 50,000
$ 50,000

[B]
STAFF

ADJUSTMENTS
$ (26,434)
$ (26,434)

(C)
STAFF

AS ADJUSTED
$ 23,566
$ 23,566

Rate Case Expense:
Craig Marks, External Counsel

Re-calculation of Regulatory Expense
Actual
through

9/24/2007
$8,550

Estimated
Hours

Hourly
Rate

Estimated
Future

Expense
$40,790

Dollar Energy Fund
Low Income Program Testimony, External Witness $1 ,650 $10,000

$2,000

$25

Copying Services, Public Meetings, Notices, Surveys
Fedex Kinko's
Arizona Republic Classified
Mesa Tribune
Office Max
Moody's Quick Delivery
Direct Impact (Postage, Copying Notice)
Additional Fire Flow & Ratemaking Survey
Public Participation Meetings

Miscellaneous Other

$17,500
$2,000

Total
$49,340

so
$0

$11 ,650
$0
$0

$3,392
$33

$170
$1,367

$50
$8,299

$17,500
$2,000

$465
$94,266

5
6
7
8
g

12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

$1 ,392
$33

$170
$1 ,367

$25
$8,299

$0
$0

$465
$21 ,951 $72,315

Normalized over 4 years ($94,266) $23,566
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EXECUTIVE SUMMARY
ARIZONA-AMERICAN WATER COMPANY .- SUN CITY WATER DISTRICT

DOCKET NO. W-01303A-07-0209

Two issues will be addressed in Staff witness, Dorothy Hains' Surrebuttal Testimony:

Fire Hvdrant Replacement Cost In Developed Areas
Since the fire hydrants that are to be replaced are located within the same construction
areas as the lines, the restoration costs included for line replacement and repair should be
adequate to cover fire hydrant installation as well. Staff still recommends its downward
cost adjustment for fire hydrant installation of 0.41 million dollars. However, Staff has
not made a determination of the capital improvements as "used and useful" at this time,
but defers this determination until the Company files its next rate application.

1 .

2. Non-account Water
The water loss in the Company's Sui City System is at 10 percent which is acceptable.
Staff does not recommend any specific reporting at this time. If the water loss at any
time before the next rate case is greater than 10 percent, the Company shall come up with
a plan to reduce water loss to less than 10 percent,  or  prepare a report containing a
detailed analysis and explanation demonstrating why a water loss reduction to 10 percent
or less is not feasible or cost effective. Staff has no obi section to the Company suggested
water usage form. Staff agrees with the Company that it use its annual report to track
water loss, as long as water usage data is reported on an individual system basis in the
Company's annual report.
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S urre butta l Te s timony of Dorothy Ha irs
Docke t No. W-01303A-07-0209
P a ge  1

1 INTRODUCTION

2 Q- Please state your name and business address.

3

4

My na me  is  Doro thy Ha ins . My bus ine s s  a ddre s s  is  1200 We s t Wa s hington S tre e t,

Phoenix, Arizona  85007.

5

6 Q- Are  yo u  th e  s a m e  Do ro th y Ha irs  w h o  h a s  p re vio u s ly file d  te s tim o n y in  th is  Arizo n a -

Am e ric a n  Wa te r  Co m p a n y ("Co m p a n y") S u n  City  Wa te r  ra te  p ro c e e d in g ?

Ye s .

7

8

9

10

11

FIRE  HYDRANT RE P LACE ME NT CO S T IN DE VE LO P E D ARE AS

Q.

12

13

The Company argues that StamPs estimated fire hydrant cost is too low because

construction will take place in developed areas and the Company will incur

After reading the Company's Rebuttal

14

a d d it io n a l e xp e n s e s  fo r  r e s to r a t io n .

Te s timony, doe s  S ta ff c ha nge  its  pos ition?  P le a s e  e xp la in .

15

16

17

18

19

20

21

22

23

24

No. S ta ff a gre e s  tha t a dditiona l cos ts  will be  incurre d for re s tora tion whe n cons truc tion

ta ke s  pla ce  in a re a s  tha t a re  a lre a dy de ve lope d. In this  ca s e , howe ve r, the  a dditiona l cos t

of re s tora tion ha s  be e n a ccounte d for a nd is  a lre a dy include d in the  line  re pla ce me nt a nd

re pa ir cos t e s tima te s . S ince  the  fire  hydra nts  tha t a re  to be  re pla ce d a re  loca te d within the

s a me  cons truction a re a s  a s  the  line s , the  re s tora tion cos ts  include d for line  re pla ce me nt

a nd re pa ir s hould be  a de qua te  to cove r fire  hydra nt ins ta lla tion a s  we ll. S ta ff be lie ve s  tha t

the  re s tora tion cos t would be  ove rs ta te d if the s e  cos ts  a re  a ls o include d in the  cos t e s tima te

fo r fire  h yd ra n t in s ta lla tio n . Th e re fo re ,  S ta ff s till re c o m m e n d s  its  d o wn wa rd  c o s t

a d jus tme nt fo r fire  hydra n t ins ta lla tion  o f 0 .41  million  do lla rs .  Howe ve r, S ta ff ha s  no t

ma de  a  de te rmina tion of the  ca pita l improve me nts  a s  "us e d a nd us e ful" a t this  time , but

de fe rs  this  de te rmina tion until the  Compa ny file s  its  ne xt ra te  a pplica tion.25

26

A.

A.

A.



Surre butta l Te s timony of Dorothy Ha irs
Docke t No. W-01583A-04-0_78
Page 2

1 NO N-ACCO UNT WAT E R

2 Q Did Staff recommend that the Company docket its water loss report in a scheduled

filing in the Staff recommendation? Please explain

No . The  wa te r los s  in  the  Compa ny's  S un  City S ys te m is  a t 10  pe rce n t which  is

acceptable . The re fore , S ta ff doe s  not re coimne nd a ny s pe cific re porting a t this  time

Howe ve r, be ca use  the  wa te r los s  should be  a t 10 pe rce nt or le s s , the  Compa ny should

monitor the  wa te r sys te m close ly a nd ta ke  a ction to e nsure  the  wa te r los s  re ma ins  a t 10

pe rce nt or le s s  in the  future . If the  wa te r los s  a t a ny time  be fore  the  ne xt ra te  ca s e  is

grea te r than 10 pe rcent, the  Company should come up with a  plan to reduce  wa te r loss  to

le s s  tha n 10 pe rce nt, or pre pa re  a  re port conta ining a  de ta ile d a na lys is  a nd e xpla na tion

de mons tra ting why a  wa te r los s  re duction to 10 pe rce nt or le s s  is  not fe a s ible  or cos t

e ffective

14 Q Does Staff find the form that the Company proposes to use to report water usage

data for the Sun City System acceptable

Yes. S ta ff has  no objection to the  Company suggested form

1 8 Q Does Staff agree that the Company should use its annual report to track water loss?

Ye s . As  long a s  wa te r us a ge  da ta  is  re porte d on a n individua l s ys te m ba s is  in  the

Colnpany's  annua l report

22 Q Does this conclude your Surrebuttal Testimony

Yes. it does
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EXECUTIVE SUMMARY
ARIZONA-AMERICAN WATER COMPANY

DOCKET no. W-01303A-07-0209

The Surrebuttal Testimony of Staff witness Steven P. Irvine addresses the following issues:

Capital Structure - S ta ff  r ecommends that the Arizona Corporation Commission
("Colnmission") adopt a capital structure for Arizona-American Water Company ("Arizona
American" or "Company") for this proceeding consisting of 61.0 percent debt and 39.0 percent
equity.

Cost of Equity -- Staffs 10.8 percent estimated return on equity ("ROE") for the Company is
based on cost of equity estimates for the sample companies ranging from 9.1 percent using the
discounted cash flow method ("DCF") to 10.5 percent using the capital asset pricing model
("CAPM"). Staffs ROE recommendation includes a 1.0 percent upward adjustment due to the
higher financial risk reflected in Arizona American's capital structure in relation to that of the
sample companies.

Cost of Debt --. Staff recommends that the Commission adopt a 5.5 percent cost of debt.

Overall Rate of Return - Staff recommends that the Commission adopt an overall rate of return
("ROR") of 7.6 percent.

Mr. Broderick's Testimony - The Commission should reject the 7.7 percent Cost of Capital
proposed by Arizona American as it is appropriate to include short-tem1 debt in the capital
structure. The Company's position that there is a lack of association between short-term debt
and rate base is inconsistent with modem financial theory. Each of the elements of the capital
structure (capital leases, long-term debt, short-term debt, preferred stock, and common stock)
together provide a single pool or source of funds that are available for all uses of funds.
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1 1. INTR O DUC TIO N

2 Q. Please state your name, occupation, and business address.

3

4

5

My na me  is  S te ve  Irvine . I a m a  P ublic Utilitie s  Ana lys t W e mploye d by the  Arizona

Corpora tion Commis s ion ("ACC" or "Conlmis s ion") in  the  Utilitie s  Divis ion ("S ta ff").

My business address  is  1200 West Washington Stree t, Phoenix, Arizona  85007.

6

7 Q. Did you previous ly file  Direc t Tes timony perta ining to  cos t of capita l in  this  cas e?

8 Ye s .

9

1 0 Q- What matters are addressed in your Surrebuttal Testimony?

1 1

1 2

1 3

This  S urre butta l Te s timony pre s e nts  a n upda te  of S ta ff's  cos t of ca pita l a na lys is  a nd

re la te d re comme nda tions  for Arizona -Ame rica n Wa te r Compa ny ("Arizona  Ame rica n" or

"Company") and re sponds  to cos t of capita l e lements  of the  rebutta l te s timony of Arizona

Ame rica n Witne ss  Mr. Thoma s  M. Brode rick.1 4

1 5

1 6 Q- Pleas e  expla in how Staff's  cos t of capita l Surrebutta l Tes timony is  organized.

1 7

1 8

1 9

20

2 1

S ta ffs  S urre butta l Te s timony is  pre se nte d in four s e ctions . S e ction I is  this  introduction.

S e ction II dis cus s e s  S ta ffs  upda te d cos t of ca pita l a na lys is . S e ction III pre s e nts  S ta ffs

comme nts  on the  cos t of ca pita l e le me nts  of the  Re butta l Te s timony of the  Compa ny's

cos t of ca pita l witne ss , Mr. Thoma s  M. Brode rick. La s tly, Se ction IV pre se nts  S ta ffs  cos t

of capita l recommendations .

22

A.

A.

A.

A.
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1

2

11.

Q-

UP DATE D COS T OF CAP ITAL ANALYS IS

Has  S ta ff upda ted its  cos t of capita l ("COC") ana lys is  s ince  filing Diree t Tes timony?

3

4

Ye s . S ta ff ha s  upda te d the  a na lys is  to re fle ct more  curre nt ma rke t da ta . Surrebutta l

schedules  SPI-l through SPI-11 a re  included to support the  new results  and ana lysis .

5

6

7

8

9

Q- Ha s  S ta ff u p d a te d  th e  c a p ita l s tru c tu re ?

10

11

12

13

The  diffe re nce

14

Yes. S ta ff now recommends  an upda ted capita l s tructure  composed of 69.0 pe rcent debt

and 31.0 pe rcent equity. S ta ff's  upda ted capita l s tructure  includes  an increase  to the  ra te

of the  $10,000,000 Long-Te nn promissory note  due  Octobe r 2037 from 5.95 pe rce nt to

6.5 pe rcent. This  change  is  made  to upda te  the  previous ly e s tima ted cos t of the  note  and

re fle ct the  ma ximum a uthorize d ra te  for the  note  a s  the  Compa ny re ports  tha t the  a ctua l

cos t of the  note  e xce e ds  the  ma ximum Commis s ion a uthorize d ra te l.

be tween the  actua l debt ra te  of 6.593 pe rcent for this  note  and the  maximum Commiss ion

a uthorize d ra te  of 6.5 pe rce nt ha s  no ma te ria l a ffe ct on the  fina ncia l soundne s s  of the

Company and Staff" s  ra te  recommendation in this  proceeding.15

16

Q- Has Staff changed its method of calculating rate of return ("ROR")?

No. The  methodology has  not been changed.

17

18

19

20

21

Q- What is Staff's updated return on equity ("R()E")?

22

S ta ff continue s  to re comme nd a  10.8 pe rce nt ROE. While  ma ny of the  inputs  to S ta ffs

models  have  changed, the  resulting ROE estimation has not.

23

A.

A.

A.

A.

1 Thomas M. Broderick's rebuttal testimony. Page 5.
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1 Q- What is Staffs updated ROR estimate?

2

3

4

S ta ff continue s  to re comme nd a  7.6 pe rce nt ove ra ll ROR for Arizona  Ame rica n. While

many of the  inputs  to S ta ffs  mode ls  have  changed, the  re sulting ROR es tima tion has  not.

S ta ff's  re comme nda tion is  ba s e d on a n ROE of 10.8 pe rce nt a nd a  cos t of de bt of 5.5

5

6

pe rce nt.

III.7

8

9

10

Q-

R E S P O NS E  TO  THE  R E B UTTAL TE S TIMG NY O F  THE  AP P LIC ANT' S  C O S T

O F CAP ITAL WITNE S S  MR. THO MAS  M. BRO DE RICK

Brie fly s umma rize  Arizona  Ame ric a n 's  p ropos e d  c a p ita l s truc tu re , re tu rn  on  e qu ity

and overa ll ra te  of re turn  for th is  proceeding.

11

12

13

14

15

16

The  Com pa ny propos e s  a  ca pita l s truc ture  tha t cons is ts  of 41.4  pe rce nt e quity a nd 58.6

pe rce nt de bt. Th e  C o m p a n y's  re c o m m e n d e d  c o s t  o f e q u ity is  1 0 . 8  p e rc e n t  a n d  its

re com m e nde d cos t of de bt is  5 .5  pe rce nt.  The  Com pa ny's  propos e d ROR is  7 .7  pe rce nt.

S ta ff a nd  the  Com pa ny a g re e  on  bo th  c os t o f e qu ity a nd  c os t o f de b t. S ta ff a nd  the

Com pa ny dis a gre e  on the  a m ount of de bt a nd e quity in the  ca pita l s tructure  re s ulting in a

diffe re nce  of 10 ba s is  points  in the  re spe ctive  ROR re comme nda tions .

17

18

19

20

Q- What is Staff's response to the Company's assertion that because short-term debt

does not finance rate base it is inappropriate to include short-term debt in the capital

structure?2

2 1

22

23

24

25

This  s ta te me nt a ppe a rs  to be  ba s e d on a  mis ta ke n unde rs ta nding of the  role  of the  ca pita l

s truc ture  in  e s tim a tion  of cos t o f ca p ita l. The  c os t o f c a p ita l to  a  c om pa ny is s u ing  a

va rie ty of s e curitie s  is  a n a ve ra ge  of the  e xpe cte d re turns  on the  s e curitie s  the  com pa ny

ha s  is s ue d we ighte d a ccording to the  s ize  of e a ch s e curity re la tive  to the  compa ny's  e ntire

s e curity portfo lio . The  s iz e  o f e a ch  s e curity re la tive  to  the  com pa ny's  e n tire  s e curity

A.

A.

A.

2 Ibid Page 4.
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1

2

3

4

5

6

7

portfolio is  qua ntifie d in the  compa ny's  ca pita l s tructure . The  ca pita l s tructure , the re fore ,

describes  the  re la tive  proportions  of each type  of security (capita l le a se s , long-te rm debt,

s hort-te nn de bt, pre fe rre d s tock, a nd common s tock). This  e ntire  s e curity portfolio

include s  a ll of the  e le me nts  include d in the  ca pita l s tructure . According  to  mode m

financia l theory these  e lements  provide  a  s ingle  pool or source  of funds  tha t a re  ava ilable

for a ll use s  of funds . The re fore , short-te rm debt, a s  an e lement of the  source  of funds , is

us e d to fund ra te  ba s e , a  us e  of funds . The  Compa ny's  pos ition tha t the re  is  a  la ck of

a s socia tion be twe e n short-te rm de bt a nd ra te  ba se  is  incons is te nt with this  cons truct of8

9 mode m fina ncia l the ory.

10

11 Q- What other information supports including short-term debt in a capital structure?

12 Arizona  Adminis tra tive  Code  R14-2-103, S che dule  D-2  which  de s cribe s  ra te  ca s e

1 3

14

15

1 6

17

a pplica tion filing re quire me nts  include s  s hort-te rm de bt a s  a  compone nt of the  cos t of

ca pita l. In a ddition to this  e xa mple , Commis s ion De cis ion No. 68310, da te d Nove mbe r

14, 2005, orde re d the  Compa ny to file  a n e quity pla n to a chie ve  a nd ma inta in a n e quity

ra tio be twe e n 40 a nd 60 pe rce nt of tota l ca pita l. The  orde r cle a rly include d short-te rm in

the  capita l s tructure , as  shown be low:

18
19
20
21
22

"IT IS  FURTHER ORDERED tha t Arizona -Ame rica n Wa te r Compa ny
sha ll file  a  plan with Docke t Control by December 31, 2005 tha t describes
how the  Compa ny e xpe cts  to  a tta in  a nd ma inta in  a  ca pita l s tructure
(e quity, long-te rm de bt, a nd s hort-te rm de bt) with e quity re pre s e nting
between 40 and 60 percent of total capita1."3 (Emphasis  added)

23

A.

3 Decision No. 68310, November 2005. Page 15.
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1 Q- What is Staff's response to the Company's characterization of inclusion of short-

2 term debt in the capital structure as an additional way to depress Arizona-

3

4

5

6

7

8

9

1 0

11

American 's  equity ra ti0? 4

As the  Company notes , inclus ion of short-te rm debt in the  capita l s tructure  does  result in a

s ma lle r e quity ra tio  tha n the  e quity ra tio  tha t would e xis t s hould s hort-te rm de bt be

excluded. Howeve r, inclus ion of short-te rm debt is  appropria te  for the  rea sons  discussed

previous ly. Exclus ion of short-te rm debt from the  capita l s tructure  would be  inappropria te

a s  it would cre a te  a  fa ls e  re pre s e nta tion of the  Compa ny's  cos t of ca pita l for ha ving

removed a  component of the  capita l cos ts . This  would a lso have  the  re sult of infla ting the

Company's  cos t of capita l above  its  appropria te  leve l a s  equity would be  more  prominent

in the  capita l s tructure .

1 2

1 3 Q-

1 4

1 5

Do the previous Commission Decisions cited by the Company to support its request

for exclusion of short-term debt in this rate case provide a good reason for applying

that practice in this case?5

1 6 No. Commiss ion Decis ion No. 68310 of November 2005 dea lt with a rsenic cos t re cove ry

1 7

1 8

1 9

20

2 1 S ta ff ha s  include d short-te rm de bt in the

22

23

mechanisms  and did not e s tablish a  cos t of capita l finding. Furthe rmore , the  Commiss ion

is  not bound by previous  decis ions  or practice s . This  is  expre ssed in Decis ion No. 69440

(Ma y 2007). It s ta te s  "We  wis h to ma ke  it cle a r tha t, in a dopting Arizona -Ame rica n's

hypothe tica l ca pita l s tructure  in this  ca s e , we  offe r no a s s ura nce  tha t a  s imila r ca pita l

s tructure  will be  e mploye d in iiuture  ca se s ."6

ca pita l s tructure  for the  re a sons  cite d pre vious ly. S ta ff encourages  the  Commiss ion to

follow sound financia l practices  in its  decis ions .

24

A.

A.

4 Ibid. Page 4.
5 Ibid. Pages  4 and 5.
o Decis ion No. 69440. Page 14.
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1 Iv.

2 Q-

STAFF RECOMMENDATIONS

What are Staff's recommendations for Arizona American's cost of capital?

3

4

5

6

7

8

Sta ff makes  the  following recommenda tions  for Arizona  American's  cos t of capita l:

1. S taff recommends a  capita l s tructure  of 61 .0 percent debt and 39.0 percent equity.

2. S ta ff recommends  a  cos t of debt of 5.5 pe rcent.

3. S ta ff re comme nds  a  cos t of e quity of 10.8 pe rce nt, which include s  a  100 ba s is  point

financia l risk adjus tment.

4. S ta ff recommends an overa ll ra te  of re turn of 7.6 percent.

9

10 Q- Does this conclude your Surrebuttal Testimony?

11

A.

A. Yes, it does .
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Applicant's Cost of Debt (Including the Tolleson Obligation)

In te re s t Ra teAnnua l In te re s t

Am oun t ou ts ta nd ing

a s  of 10/31/2007

$ 321,877
2,587
1,327
3,112
2,665

386,051
1,331,330

618,240
6,918,220

650,000
425,249
280,768

7 . 1 2 2 %

6 . 2 6 0 %

5 .7 6 1 %

7 . 1 8 0 %

7 .1 7 9 %

3 .6 3 0 %

5 .3 9 0 %

5 .5 2 0 %

5 .6 2 0 %

6 . 5 0 0 %

6 . 5 9 3 %

3 .2 8 0 %

0 . 0 0 0 %

5 .4 0 8 %

4,519,474
41,323
23,036
43,340
37,123

10,635,000
24,700,000
11,200,000

123,100,000
10,000,000
6,450,000
8,560,000
3,000,000

202,309,296 10,941,425

Lo n g -Te rm  De b t

Aug  '08  L-T S e n io r No te s

S e p t '13  P ILR - Mon te re y

Au g  '1 3  P ILR  -  Mo n te x/Lin c o ln

Aug  '15  P ILR - Ros a le e

Au g  '1 5  P ILR - T.O .  De ve lo p m e n t

S e p t '28  L-T Note  - Ma ricopa

De c  '13  L-T P rom is s o ry No te

De c  '16  L-T P rom is s o ry No te

De c  '18  L-T P rom is s o ry No te

Fa ll 2037  L-T P rom is s o ry No te

Fa ll 2037  L-T P rom is s o ry No te

To lle s o n  O b lig a tio n '

P hoe nix In te rconne ction  Agre e m e nt

Lo n g -Te n n  De b t

5 .7 5 3 %

S h o rt-Te n n  De b t

S hort-Te rm  De b t 1 ,617 ,97428,124,006

5 .7 5 3 %S hort-Te rm  De b t 1,617,97428,124,006

5.450%Total Debt $ 230,433,302 $ 12,559,399

Applicant's Equity

Am ount ou ts ta nd ing

a s  of 10 /31/2007

522,880
149,468,228
(22,888,723)
15,000,000

Co m m o n  E q u ity

Com m on  S toc k

P a id  in  Ca p ita l

Re ta ine d  Ea rn ings

2007  Equ ity In fu s ion

$ 142,102,385To ta l Co m m o n  Eq u ity

$ 372,535,687Total Capitalization

Docket No. WS-01303A-07-0209 Surrebuttal Schedule SPI-10

Weight

54.3%

7.5%

6t.9%

38.1%

100%



Applicant's Cost of Debt (Excluding the Tolleson Obligation)

Annua l Inte re s t Inte rest Rate
Amount outs ta nding

10/31/2007

$ 321,877
2,587
1,327
3,112
2,665

386,051
1,331,330

618,240
6,918,220

650,000
425,249

7.122%
6.260%
5.761%
7.180%
7.179%
3.630%
5.390%
5.520%
5.620%
6.500%
6.593%
0.000%
5.502%

4,519,474
41,323
23,036
43,340
37,123

10,635,000
24,700,000
11,200,000

123,100,000
10,000,000
6,450,000
3,000,000

193,749,296 10,660,657

Long-Te rm De bt
Aug '08 L-T S enior Notes
S ept '13 P ILR - Monte rey
Aug '13 P ILR - Monte s /Lincoln
Aug '15 P ILR - Rosa le s
Aug '15 P ILR - T.O. Deve lopment
S ept '28 L-T Note  - Maricopa
Dec '13 L-T P romissory Note
Dec '16 L-T P romissory Note
De c 'l8 L-T P romissory Note
Fa ll 2037 L-T P romissory No te
Fa ll 2037 L-T P romissory Note
Phoenix Interconnection Agreement

Long-Te rm De bt

Short-Term Debt
Short-Term Debt 5.753%28,124,006 1,617,974

Short-Term Debt 5.753%28,124,006 1,617,974

5.534%Total Debt $ 221,873,302 $ 12,278,631

Applicant's Equity
Amount outs ta nding

10/31/2007

522,880
149,468,228
(22,888,723)
15,000,000

Common Equity
Common S tock
P a id in Capita l
Reta ined Earnings
2007 Equity Infus ion

s 142,102,385Tota l Com m on Equity

$ 363,975,687Tota l Ca pita liza tion

Docket No. WS-01303A-07-0209 Surrebuttal Schedule SPI-11

Weight

53.2%

7.7%

61.0%

39.0%

100%
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EXECUTIVE SUMMARY
ARIZONA-AMERICAN WATER COMPANY

DOCKET no. W-01303A-07-0209

The Surrebuttal Testimony of Staff witness Steve Irvine addresses the following issues:

Response to the Rebuttal Testimony of Applicant's witness Mr. Thomas M. Broderick
Mr. Broderick's Rebuttal Testimony describes that the Company accepts S ta ffs
recommendation to reduce the break-over points as per schedule SPI-1. No other comments
appear to be made regarding Staffs recommended rate design.  No discussion or  objections
relative to rate design appear to be made that would call for a response through Surrebuttal
Testimony.

Staff' s updated rate design
Sta ffs  r ecommend ra te des ign would genera te S ta ffs  r ecommended $9,632,551 revenue
requirement, a 25 percent increase over the test year. The typical 5/8-inch meter residential bill
with median use of 6,431 gallons would increase by $2.89, or 24.29 percent, from $11.88 to
$14.77.

Illll Illmll



Surrebutta l Tes timony of S teven P . Irvine
Docke t No W-01303A-07-0209
Page 1

1 1. INTRODUCTION

2 Q- Please state your name, occupation, and business address.

3

4

5

My na me  is  S te ve  Irvine . I a m a  P ublic  Utilitie s  Ana lys t e mploye d  by the  Arizona

Corpora tion Commis s ion ("ACC" or "Colnrnis s ion") in  the  Utilitie s  Divis ion ("S ta ff").

My business  address  is  1200 West Washington Stree t, Phoenix, Arizona  85007.

6

7 Q. Did you previously file Direct Testimony regarding rate design in this case?

8 Ye s .

9

1 0 Q, What matters are addressed in your rate design Surrebuttal Testimony?

11 This  ra te  de s ign S urre butta l Te s timony a ddre s se s  comme nts  conta ine d in the  Re butta l

1 2 Te s timony of Arizona -Ame rica n Wa te r Compa ny ("Arizona  Ame rica n" or "Compa ny")

witne s s  Mr. Thoma s  M. Brode rick. to1 3

1 4

This  S urre butta l a lso pre se nts  ra te s  de s igne d

genera te  S ta ffs  Surrebutta l revenue  requirement (Schedule  SPI-3). S ta ff a lso presents  an

1 5 upda ted typica l billing ana lys is  (Schedule  SPI-4).

1 6

1 7 Q- Please explain how Staff's rate design Surrebuttal Testimony is organized.

1 8 S ta ffs  ra te  de s ign S urre butta l Te s timony is  pre se nte d in thre e  se ctions . S e ction I is  this

1 9

20

introduction. S e ction II dis cus s e s  the  Re butta l Te s timony of Mr. Thoma s  M. Brode rick.

S e c tio n  III ra te  de s ign. S e c tio n  IV c o n ta in s  S ta ffsaddresses Staffs updated

2 1 recommendation.

22

A.

A.

A.

A.



Surrebutta l Tes timony of S teven P . Irvine
Docke t No W-01303A-07-0209
Page 2

1 11.

2 Q-

RE S P O NS E  TO  TE S TIMO NY O F MR. THO MAS  M. BRO DE RICK

Wha t c omme n ts  doe s  the  Compa ny ma ke  in  Re bu tta l Te s timony re ga rd ing  S ta ff's

3 propos ed rate  des ign?

4

5

6

Mr. Bro d e rick's  Re b u tta l Te s timo n y d e s c rib e s  th a t th e  Co mp a n y a cce p ts  S ta ffs

re comme nda tion to re duce  the  bre a k-ove r points  a s  pe r s che dule  s pI-1.1 No o the r

comments  appea r to be  made  rega rding S ta ffs  recommended ra te  des ign. No discuss ion

or obje ctions  re la tive  to ra te  de s ign a ppe a r to be  ma de  tha t would ca ll for a  re s pons e

through surrebutta l te s timony.

7

8

9

10

11

III.

Q-

12

UP DATE D RATE  DE S IG N

Ha s  S ta ff u p d a te d  its  re c o mme n d e d  ra te  d e s ig n  to  re fle c t its  S u rre b u tta l re ve n u e

requirement?

13

14

15

16

17

Ye s . S ta ffs  S urre butta l ra te  de s ign pre s e nte d in S che dule  S P I-3 is  re vis e d to re fle ct

S ta ffs  $9,632,551 Surre butta l re ve nue  re quire me nt, a  25 pe rce nt incre a se  ove r the  te s t

ye a r. Unde r S ta ffs  re comme nde d ra te  de s ign, the  typica l 5/8-inch me te r re s ide ntia l bill

with median use  of 6,431 ga llons  would increase  by $2.89, or 24.29 pe rcent, from $11.88

to $14.77.

18

19

2 0

IV.

Q-

S UMMAR Y O F  S TAF F  R E C O MME NDATIO N

Pleas e  provide a  brief s ummary of StamPs  recommendation.

21 Staff recommends approval of its  recommended ra tes shown in Schedule  SPI-3 .

22

23 Q- Does this conclude your Surrebuttal Testimony?

24 Ye s , it doe s .

A.

A.

A.

A.

1 Rebutta l Tes timony of Mr. Thomas  M. Broderick. Page 18.



$ 8.20
8.20

20.50
41 .OO
65.60

131 .20
205.00
410.00
656.00

$ 8.20
8.20

20.50
41.00
65.60

131.20
205.00
410.00
656.00

20.50
41.00
65.60

131.20
205.00
410.00

11.48
17.30
36.35
47.46
68.34

6.93
6.93
6.98

$
$
$

0.9350
1 .4280
1 .71 of

N/A
N/A
N/A

$
s
$

0.9350
1.4280
1.7100

N/A
N/A
N/A

$
s

1.4280
1.7100

N/A
N/A

Company
Proposed Rates

I I l lllll\l lllllllll lulmlu u mall Ill

Ariz<>naAmerican Water Company - Sun City Water
Docket No, W-01303A-07-0209
Test Year Ended December 29, 2006

Surrebuttal Schedule SPI-3
Page 1 of 3

RATE DESIGN

Monthly Usage Charge
Present
Rates

Staff
Recommended Rates

5/8" Meter - Residential
3/4" Meter - Residential

1" Meter - Residential
1%" Meter .. Residential

2" Meter - Residential
s" Meter - Residential
4" Meter .. Residential
6" Meter - Residential
8" Meter - Residential

$ 6.33
6.33

16.40
33.77
51.14
86.84

135.00
178.51
350.00

$ 8.03
8.03

20.57
41,13
65.81

13152
205,65
411.31
658.10

5/8" Meter .. Commercial
3/4" Meter - Commercial

1" Meter - Commercial
Wt' Meter - Commercial

2"Meter - Commercial
3" Meter .. Commercial
4" Meter - Commercial
6" Meter - Commercial
8" Meter - Commercial

$ 6.33
6.33

16.40
33.77
51.14
86.84

135.00
178.51
350.00

$ 8.03
8.03

20.57
41.13
65.81

131.52
205.65
411.31
65810

Irrigation 1"
Irrigation 1.5"
irrigation 2"
Irrigation 3"
irrigation 4"
Irrigation 6"

16.45
3378
51.15
86.87

135.00
178.56

20.57
41.13
65.81

131.62
205.65
411.31

Private Fire 3"
Private Fire 4"
Private Fire e"
Private Fire 8"
Private Fire 10"

750
11.39
1583
25.32
3935

11.22
17.36
36.47
47.61
68.34

Public Interruptible 3"
Public Interruptible 8"
Standby - City of Peoria
Central Arizona Pro]ec1 Raw

459
4.59
452

6.95
6.95
7_00

Commodity Rates

s
$
s

0.7200
1 .1000
1 .3160

N/A
N/A
N/A

NIA
N/A
NIA

0.7223
1.3342
1.6653

5/8" Meter (Residential)
From 1 lo 4,000 Gallons
From 4,001 to 18,000 Gallons
Over 18,000 Gallons
From 1 to 3,000 Gallons
From 3,001 to 10,000 Gallons
Over 10,000 Gallons

$
$
$

$
$
$

0.7200
1.1000
1.3160

N/A
NIA
N/A

NIA
N/A
NlA

0.7223
1.3342
1 .6653

3/4" Meter (Residential)
From 1 to 4,000 Gallons
From 4,001 to 18,000 Gallons
Over 18,000 Gallons
From 1 to 3,000 Gallons
From 3,001 to 10,000 Gallons
Over 10,000 Gallons

$
$
$

$
$

1.1000
1.3180

N/A
N/A

N/A
N/A

1 .3342
1 .6653

5/8" Meter (Commercial)
From 1 to 18,000 Gallons
Over18,000 Gallons
From 1 to 10,000 Gallons
Over 10,000 Gallons

$
$



$
$

1.4280
1.7100

N/A
N/A

$
$

1 .4280
1 .7100

N/A
N/A

$
s

1 .4280
1 .71 of

N/A
N/A

$
$

1 .4280
117100

N/A
N/A

$
$

1.4280
1.7100

NIA
N/A

$
$

1 .4280
1 .7100

N/A
N/A

$
$

1 .4280
1.7100

N/A
N/A

$
$

1 .4280
1 .7100

N/A
N/A

$ 1.0645

1.0645

1.0645

1.0645

1.0645

1.0645

0.9866

0.9866

0.9866

0.9866

0.9866

$ 0.8179

0,8179

0.9866

0.8513

ArizonaAmerican Water Company _ Sun City Water
Docket No. W-01303A-07.02gg
Test Year Ended December 29, 2006

Surrebuttal Sdwedule SPI-3
Page 2 of 3

Present
Rates

Company
Proposed Rates

Staff
Recommended Rates

s
$

N/ A
N/A

113342
1.6653

Monthly Usage Charge
3/4" Meter (Commercial)

From 1 to 18,000 Gallons
Over 18,000 Gallons
From 1 to 10,000 Gallons
From 10,001 to 10,000 Gallons

1.1000
1.3160

N/A
Nl A

$
$

$
$

1.1000
1.3160

N/A
NIA

N/A
N/A

1.3342
t .6653

1" Meter (Res., Comm.)
From 1 to 60,000 Gallons
Over 60,000 Gal lons
From 1 to 46,000 Gallons
Over46,000 Gal lons

$
$

$
$

1.1000
1.3160

NIA
N/A

N/ A
N/A

1 .3342
1 .6653

1%" Meter (Res,, Comm.)
From 1 to 125,000 Gallons
Over 125,000 Gal lons
From 1 to 106,000 Gallons
Over 106,000 Gallons

$
$

$
$

1.1000
1.3160

N/A
N/A

NIA
NIA

1 ,3342
1.6653

2" Meter (Res., Comm.)
From 1 to 190,000 Gallons
Over 190,000 Gallons
From 1 to 175,000 Gallons
Over 175,000 Gallons

$
$

$
$

1.1000
1.3160

N/A
N/A

NIA
NIA

1.3342
1 5 6 5 3

3" Meter (Res., Comm.)
From t to 340,000 Gal lons
Over 340,000 Gal lons
From 1 to 340,000 Gallons
Over 340,000 Gal lons

$
$

$
$

1.1000
1.3160

N/A
N/A

N/A
N/A

1.3342
1.8853

4" Meter (Res., Comm.)
From 1 to 550,000 Gallons
Over 550,0(x) Gallons
From 1 to 550,000 Gallons
Over 550,000 Gallons

$
$

s
$

1.1000
1.3160

N/A
NlA

N/ A
N/A

1 .3342
1 .6653

6" Meter (Res., Comm.)
From 1 to 700,000 Gallons
Over 700,000 Gal lons
From 1 to 700,000 Gallons
Over 700,000 Gallons

$
$

$
$

1.1000
1.3160

N/A
N/A

N/ A
N/ A

1 .3342
1 ,G653

8" Meter (Res., Comm.)
From 1 to 1,450,000 Gallons
Over 1,450,000 Gallons
From 1 to 1,430,000 Gallons
Over 1,430,000 Gallons

$
$

$ 0.8200 s 1 .0679

0.8200 1.0679

0.8200 1 .0679

0.8200 1 .0679

0.8200 t.0679

Irrigation 1"
All  Gallons

Irrigation 1.5"
All  Gallons

Irrigation 2"
Al l  Gal lons

Irrigation 3"
All Gallons

Irrigation 4"
All  Gallons

irrigation e"
Al l  Gal lons 0,8200 1 .0679

0.7600 0.9898

0.7600 0.9898

0.7600 0.9898

0.7600 0.9898

Private Fire 3"
All Gallons

Private Fire 4"
All  Gallons

Private Fire 6"
All  Gallons

Private Fire 8"
Al l  Gal lons

Private Fire 10"
All Gallons

0.7600 0,9898

$ 0.6300 $ 0.9B98

0.6300 0.9898

0.7600 0,9898

Public lnlerruptible 3"
All  Gallons

Public interruptible 8"
All  Gallons

Standby - City ort Peoria
All Gallons

Central Arizona Project Raw
All Gallons 0.6558 0.8540

l l I\llIuu1 1 1 1 - 1 1 - -



Line Meter Total
Service Line and
Meter lnstallaiion Charges TotalMeterLine TotalMeterLine

$ $ $130
205
240
450
945

1 ,640
1 ,420
2,195
2,270
3,145
4,425
5,120

370
370
420
450
580
580
745
765

1 ,090
1 ,120
1 ,510
1 ,eau

500
575
660
900

1,525
2,220
2,165
2,960
3,360
4,265
6,035
7,750

5/8" Meter
3/4" Meter
1" Meter
1%" Meter
2" Turbine Meter
2" Compound Meter
3" Turbine Meter
3" Compound Meter
4" Turbine Meter
4" Compound Meter
6" Turbine Meter
6" Compound Meter
Over 6"

Service Charqes

$ $ 500
575
660
900

1 ,525
2,220
2,165
2,960
3,360
4,265
6,035
7,750

130
205
240
450
945

1,640
1 ,420
2,195
2,270
3,145
4,425
6,120

Cost Cost

$ 370
370
420
450
580
580
745
765

1 ,090
1 ,120
1 ,610
1 ,530

Cost

500
575
660
900

1 ,525
2,220
2,155
2,960
3,350
4,265
6,035
7,750

Cost

$ 370 $ 130 $
370 205
420 240
450 450
580 945
580 1,540
745 1,420
765 2,195

1,090 2,270
1,120 3,145
1,610 4,425
1,630 6,120

Cost Cost

Company
ProposedRates

ArizonaAmeficanWalerCompany - Sun C&ty Water
Docket No, W-01303A-07-0209
Test Year Ended December 29, 2006

Surrebuctaa Schedwe SPI-3
Page 3 Rf 3

Present
Rates

Staff
Recommended Rates

Establishment and/or reconnection
Establishment and/or reconnection (After Hours)
Meter Test
NSF Check
Meter Re-Read
Deposit
Deposit Interest
Collection of any privilege, sales, use and franchise taxes

$ 30.00
40.00
10.00
10.00
5.00

( a )
( a )
( b )

$ 30.00
40.00
10.00
10.00
5.00
( a )
( a )
( b )

$ 30.00
40.00
10.00
10.00
5.00

( a )
( a )
( b )

(al
(b)

Per Commission Rule A.A.C. R-14-2-403B
Per Commission Rule A.A.C. R-14»2-409D



LINE

no.
CUSTOMER

CLASS

CURRENT RATES

AVERAGE MEDIAN

USAGE DOLLARS USAGE DOLLARS

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

34

35

36

37
38

Residential 5/8"*
Residential 3/4"*
Residential 1"
Residential 1 .5"
Residential 2"
Residential 3"
Residential 4"
Residential 6"
Residential 8"

Commerical 5/8"
Commercial 3/4"
Commerical 1"
Commerical 1 .5"
Commerical 2"
Commerical 3"
Commercial 4"
Commercial 6"
Commercial 8"

Irrigation 1"
Irrigation 1.5"
Irrigation 2"
irrigation 3"
irrigation 4"
Irrigation 6"

Private Fire 3"
Private Fire 4"
Private Fire 6"
Private Fire 8"
Private Fire 10"

Public Interruptible 3"

Public Interruptible 8"
Standby - City of
Peoria
Central Arizona
Project Raw

$
$
$
$
$
$

$

13.91
13.91
38.17

112.57
151.57
311.87

N/A
268.17

N/A

8,269
8,259

19,791
71,637
91,303

204,575
N/A

81,513
N/A

$
$
$
$
$
$
$
$

13.72
13.72
40.51
89.90

164.73
365.64

1,276.70
4,456.61

N/A

6,722
5,722

21,916
51 ,027

103,262
253,459
957,823

3,365,733
N/A

$

$

290,865
N/A

364,664
N/A
N/A
N/A

254.97
N/A

350.17
N/A
N/A
N/A

$
$
$
$

7.60
11.39
15.83
25.32

N/AN/A

N/AN/A

4.59$

N/AN/A

359.18547,698 $

$
$
$
$
$
$

$

11.88
11.88
25.84
97.40

121.11
318.15

N/A
227.46

N/A

6,431
6,431
8,586

57,843
63,613

210,281
N/A

44,500
N/A

$
$
$
$
$
$
$
$

1,230
1,230
9,650

19,188
58,278
96,000

773,500
1 ,212,500

N/A

7.68
7.68

27.02
54.88

115.25
192.44

1,034.13
1,622.96

N/A

$

$

225,500
N/A

34,500
N/A
N/A
N/A

201 .37
N/A

79.44
N/A
N/A
N/A

$
$
$
$

7.60
11.39
15.83
25.32

N/AN/A

N/AN/A

4.59$

N/AN/A

46.0570,214 $

Arizona-American Water Company - Sun City Water
WS-01303A-07-0209
Test Year Ended December 29, 2006

Surrebuttal Schedule SP!-4
Page 1 of 3

TYPICAL BILL ANALYSIS AVERAGE AND MEDIAN COST COMPARISONS

Average and median billing data for 5/8" and 3/4" has been combined



LINE

no.
CUSTOMER

CLASS

COMPANY RECOMMENDED

AVERAGE MEDIAN

AVERAGE CHANGE PERCENT CHANGEMEMAN PERCENT

39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71

72

73

74

75
76

Residential 5/8"*
Residential 3/4"*
Residential 1"
Residential 1 .5"
Residential 2"
Residential 3"
Residential 4"
Residential 6"
Residential 8"

Commerical 5/8"
Commercial 3/4"
Commerical "I"
Commerical 1.5"
Commerical 2"
Commerical 3"
Commercial 4"
Commercial 6"
Commercial 8"

irrigation 1"
irrigation 1.5"
irrigation 2"
irrigation 3"
Irrigation 4"
Irrigation 6"

Private Fire 3"
Private Fire 4"
Private Fire 6"
Private Fire 8"
Private Fire 10"

Public Interruptible 3"

Public interruptible 8"
Standby - City of
Peoria
Central Arizona
Project Raw

$
$
$
$
$
$

$
$
$
$
$
$

$$

18.04
18.04
48.76

143.30
195.98
423.33

N/A
526.40

N/A

29.70%
29.70%
27.75%
27.30%
29.30%
35.74%

N/A
96.29%

N/A

4.13
4.13

10.59
30.73
44.41

111.46
N/A

258.23
N/A

$
$
$
$
$
$
$
$

$
$
$
$
$
$
$
$

29.69%
29.69%
27.87%
26.66%
29.34%
34.87%
32.20%
33.91%

N/A

4.07
4.07

11.29
23.97
48.33

127.49
411.08

1,511.39
N/A

17.80
17.80
51.80

113.87
213.06
493.14

1,687.78
5,968.00

N/A

$$

$$

29.48%
N/A

29.59%
N/A
N/A
N/A

75.16
N/A

103.61
N/A
N/A
N/A

330.13
N/A

453.78
N/A
N/A
N/A

$
$
$
$

$
$
$
$

3.88
5.91

20.52
22.14

N/A

51 .05%
51 .89%

129.63%
87.44%

N/A

11.48
17.30
36.35
47.46

N/A

N/AN/A N/A

50.98%2.346.93 $$

N/AN/AN/A

107.07 29.81%$ 466.26 $

$
$
$
$
$
$

$
$
$
$
$
$

$$

3.53
3.53
6.92

26.20
35.33

t 13.33
N/A

246.09
N/A

15.41
15.41
32.76

123.60
156,44
431.48

N/A
473.55

N/A

29.68%
29.68%
26.76%
26.90%
29.17%
35.62%

N/A
108.19%

N/A

$
$
$
$
$
$
$
$

$
$
$
$
$
$
$
$

29.59%
29.59%
26.89%
24.64%
29.13%
39.41 %
32.73%
40.85%

N/A

9.96
9.96

34.28
68.40

148.82
268.29

1,372.59
2,285.98

N/A

2.27
2.27
7.27

13.52
33.58
75.85

338.46
663.02

N/A

$$

$ $

59. 17
N/A

22.89
N/A
N/A
N/A

29.39%
N/A

28.81%
N/A
N/A
N/A

260.54
N/A

102.33
N/A
N/A
N/A

$
$
$
$

$
$
$
$

3.88
5.91

20.52
22.14

N/A

11.48
17.30
36.35
47.45

N/A

51.05%
51 .89%

129.53%
87.44%

N/A

N/AN/A N/A

50.98%2.34$ 6.93 $

N/AN/AN/A

13.73 29.81%$ 59.77 $

Arizona-American Water Company - Sun City Water
WS-01303A-07-0209
Test Year Ended December 29. 2006

Surrebuttal Schedule SPI-4
Page 2 of 3

Average and median billing data for 5/8" and 3/4" has been combined



LINE

no.

CUSTOMER

CLASS

STAFF RECOMMENDED

AVERAGE MEDIAN

AVERAGE CHANGE PERCENT MEDIAN CHANGE PERCENT

77
78
79
80
81
82
83
84
85
86
87
88
89
90
91
92
93
94
95
96
97
98
99
100
101
102
103
104
105
106
107
108
109

110

111

112

113
114

Residential 5/8"*
Residential 3/4"*
Residential 1"
Residential 1.5"
Residential 2"
Residential 3"
Residential 4"
Residential 6"
Residential 8"

Commerical 5/8"
Commercial 3/4"
Commerical 1"
Commerical 1.5"
Commerical 2"
Commerical 3"
Commercial 4"
Commercial 6"
Commercial 8"

Irrigation 1"
irrigation 1.5"
irrigation 2"
irrigation 3"
irrigation 4"
Irrigation 6"

Private Fire 3"
Private Fire 4"
Private Fire 6"
Private Fire 8"
Private Fire 10"

Public interruptible 3"

Public interruptible 8"
Standby - City of

Peoria
Central Arizona

Project Raw

$
$
$
$
$
$

$
$
$
$
$
$

$$

23.85%
23.85%
23.06%
21 .45%
23.79%
29.72%

N/A
93.93%

N/A

17.22
17.22
46.97

136.71
187.63
404.57

N/A
520.07

N/A

3.32
3.32
8.80

24.14
36.06
92.70

N/A
251.89

N/A

$
$
$
$
$
$
$
$

$
$
$
$
$
$
$
$

3.27
3.27
9.30

19.31
38.86

104.15
341.95

1,327.92
N/A

23.83%
23.83%
22.96%
21 .48%
23.59%
28.48%
26.78%
29.80%

N/A

16.99
16.99
49.81

109.21
203.59
469.80

1,618.64
5,784.54

N/A

$$

$$

29.89%
N/A

30.00%
N/A
N/A
N/A

76.21
N/A

105.06
N/A
N/A
N/A

331 .18
N/A

455.23
N/A
N/A
N/A

$
$
$
$

$
$
$
$

47.58%
52.37%

130.36%
88.04%

N/A

11.22
17.36
36.47
47.61

N/A

3.62
5.97

20.64
22.29

N/A

N/AN/A N/A

51 .46%2.366.95 $$

N/A N/AN/A

30.23%108.56467.74 $$

$
$
$
$
$
$

$
$
$
$
S
$

$$

2.89
2.89
6.18

20.91
29.57
94.04

N/A
243.22

N/A

24.29%
24.29%
23.90%
21 .47%
24.42%
29.56%

N/A
106.93%

N/A

14.77
14.77
32.02

118.31
150.69
412.19

N/A
470.68

N/A

$
$
$
$
$
S
$
$

$
$
$
$
$
$
$
$

25.82%
25.82%
23.79%
21 .60%
24.57%
34.95%
26.84%
35.48%

N/A

9.67
9.67

33.44
66.73

143.57
259.71

1,311 .69
2,198.75

N/A

1.98
1 .98
6.43

11.86
28.32
67.27

277.56
575.79

N/A

$$

$ $

29.80%
N/A

29.22%
N/A
N/A
N/A

60.01
N/A

23.21
N/A
N/A
N/A

261 .38
N/A

102.65
N/A
N/A
N/A

$
$
$
$

$
$
$
$

3.62
5.97

20.64
22.29

N/A

47.58%
52.37%

130.36%
88.04%

N/A

11 .22
17.36
36.47
47.61

N/A

N/AN/A N/A

51 .46%2.36$ 6.95 $

N/AN/AN/A

30.23%13.92$ 59.96 $

Arizona-American Water Company - Sun City Water
WS-01303A-07-0209
Test Year Ended December 29, 2006

Surrebuttal Schedule SPI-4
Page 3 of 3

*Average and median billing data for 5/8" and 3/4" has been combined


